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Canadian Gold Subsidy 


The Canadian Government has consulted the Inter- 
national Monetary Fund with regard to a proposed 
change in its subsidy to gold mines, to be effective 
as of January 1, 1951 for one year. The change would 
not alter the rate of subsidy per ounce, but would in- 
crease the proportion of output on which the subsidy will 
be paid. 

Canada first discussed a gold subsidy program with 
the Fund in 1947. In October 1950, modifications of 
the program were proposed, to become effective in 1951. 
These modifications reduced both the rate of assistance 
and the proportion of output eligible for assistance (see 
this News Survey, Vol. III, pp. 134-35). Payment was 
to be measured at half the amount by which production 
costs exceeded $22 per ounce, with the maximum amount 
of assistance reduced to $11.50 per ounce, the subsidy 
to be paid on one third of the current output of the 
mine receiving this assistance, or on the excess of current 
output above two thirds of the 1949 level, whichever 
was greater. The Fund’s Executive Board decided that 
this modification of the subsidy was not inconsistent 
with the Fund’s policy. 

The new plan increases the proportion of output 
eligible for assistance to either the number of ounces 
produced in the benefit year (1951) in excess of one half 
of the number produced in 1949, or one half of the 
number of ounces produced in the benefit year, which- 


ever is the greater. Subsidy payments will still be made 
only to straight gold mines, that is, mines whose produc- 
tion represents at least 70 per cent of the value of output, 
either sold to the mint or exported. The Fund’s Board of 
Executive Directors has determined that the plan now 
proposed is not inconsistent with the Fund’s policy. 

It has been officially estimated that Canadian gold 
subsidy payments in 1950 amounted to Can$9.2 million. 
The subsidy arrangements approved last October would 
have involved payments in 1951 of about Can$7.5 mil- 
lion; this figure is increased by Can$3 million, however, 
as a result of the modifications now announced. The 
Canadian Minister of Finance has stated that the Gov- 
ernment had approached the International Monetary Fund 
about the possible sale of Canadian gold in some of the 
premium markets such as are tapped by South Africa. 
But because of the desirability of close cooperation in 
many fields with Canada’s partners in the present inter- 
national emergency, and in the light of the new resolu- 
tion on gold policy passed by the Fund (see this News 
Survey, Vol. III, p. 269), the Government has decided 
not to alter the Canadian gold sales policy for the time 
being at least. 

Sources: International Monetary Fund, Press Release, 
Washington, D. C., March 9, 1951; The Globe 
and Mail, Toronto, Canada, March 10, 1951. 


UN Economic and Social Council 


Among the items on the agenda of the 12th session 
of the UN Economic and Social Council at Santiago 
were the annual reports of the Fund and the International 
Bank for Reconstruction and Development. Statements 
were made by Mr. Gutt, the Fund’s Managing Director, 
and Mr. Black, President of the Bank. 


The Fund and Inflation 

Mr. Gutt stated that the possibilities, to which he had 
drawn attention at the meeting of the Fund’s Board of 
Governors in September 1950, had become realities. The 
world again had to face the battle against inflation, in 
underdeveloped countries, in countries producing raw 
The year 1950 
marked an important turning point in postwar economic 
history. Important progress, in which all the principal 
regions of the world shared, was made toward a better 
equilibrium in international payments. For the first 


materials, and in industrial countries. 


time since the end of the war, payments made by the 
rest of the world to the United States were less than the 
payments made by the United States for goods and 
services, through capital transactions or as financial 
assistance in one form or another. 

The trade position of the countries of the Western 
Hemisphere vis-a-vis the United States improved chiefly 
as a result of an increase in the value of their exports; 
that of the European countries chiefly as a result of a 
decrease in the value of their imports; that of the other 
countries for both reasons to an approximately equal 
degree. There was a $3.4 billion outflow of gold and 
dollars from the United States in 1950, while newly-mined 
gold appropriated to central reserves brought to $3.8 bil- 
lion the increase in gold and dollar reserves from which 
the rest of the world benefited. 

Military events and rearmament requirements have 
had a part in determining the magnitude of this move- 
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ment, and their influence on demand, production, and 
prices will continue. The substantial rise in the prices 
of raw materials and foodstuffs has improved the bal- 
ance of payments of all the producing countries, whether 
they had devalued their currencies or not, and the increase 
in their dollar income has made possible to some extent 
the re-establishment of the prewar triangular trade by 
which Europe used to cover a large part of her dollar 
needs. An increase in income resulting from higher 
prices is, however, a less stable foundation for the 
economies of raw-material producers than an increase 
in income resulting from an expansion of production and 
exports; and the high prices of raw materials and food- 
stuffs force other countries to export more in order to 
balance their payments. 

For most of the countries of Europe, the payments 
problem has thus become less acute without yet being 
solved. Many of them still have abnormally high deficits 
in their balance of payments, not only in dollars but 
also in other currencies. A vigorous monetary policy 
has been an imperative necessity for such countries. 
Their most serious efforts should now be directed toward 
using their own resources to balance their international 
payments—at least to the extent that these are not con- 
trolled by the necessities of defense—while at the same 
time they should gradually do away with their restric- 
tions and discriminations. Similarly, if the under- 
developed countries yield to the tendency to finance 
development by domestic credit beyond their capacity 
for saving, the inevitable result will be inflationary pres- 
sure and payments difficulties. 

The necessity for a still more vigorous monetary policy 
is now emphasized by the appearance of new inflation- 
ary forces. Whether the payments problem will be 
settled in an orderly way, or disequilibrium in inter- 
national payments will again return with the chaos and 
distress associated with it, depends upon the way in 
which countries now combat these new inflationary forces 
which have been superimposed upon what was left of 
the old inflation. 


The IBRD and Development Policy 


Mr. Black pointed out that events in Korea had con- 
fronted the Bank with the fact that availability of funds 
no longer meant that supplies and equipment needed for 
development will smoothly be forthcoming as well. This 
effect of armament efforts may become still more serious 
if it is allowed to lead to uncontrolled inflation. The 
result of inflation in the underdeveloped countries would 


INTERNATIONAL MONETARY FUND 


be to dissipate increased earnings without achieving any 
beneficial investment in development; in the industrial 
countries it would cripple efforts to increase or continue 
exports of capital and consumer goods to underdeveloped 
countries. 

The resources available for economic development 
may, however, even in the present situation, be substan- 
tial. The industrialized nations both can and should 
put support for economic development high among the 
urgent tasks they now have to perform. The less de- 
veloped countries, on the other hand, have more than 
ever an obligation to forebear from pressing plans which 
may represent premature-ambitions rather than urgent 
necessities, and to ensure that the administration of 
development projects will bring them at least equivalent 
value for every unit of money spent. Idleness and ineffi- 
ciency, corruption and unstable government, can be 
heavier drags on progress than lack of capital, and 
indeed are likely to be among the root causes of a lack 
of capital. Of all the desirable reforms, the reform of 
land tenure is probably the most important. The eco- 
nomic development of a country is primarily the respon- 
sibility of the country itself. It is not something which 
can be imported from abroad, but must be won internally 
by acceptance of responsibility, hard work, and sacrifice. 
Once these factors begin to appear, external capital may 
be used effectively. 

Commenting on the suggestion that the special diff- 
culties of certain countries should be met by providing 
capital in the form of very long-term, low interest rate 
loans, Mr. Black stated that, although easier terms 
reduce the element of risk, they do not come near to 
eliminating it. Some of these loans might turn out 
well and be repaid, but others would probably bring in 
their train, first, severe strains on the economy of the 
borrower, and, finally, default. When a country has a 
choice between making grants or quasi-loans of this kind, 
it pays in the long run to choose grants. 

No less important than the need for programming 
development within an underdeveloped country is the 
growing need for coordination on tke outside. Interna- 
tional agencies, which cannot be charged with invading 
national sovereignty, with economic exploitation, or with 
political discrimination, seem to offer potentially the 
most efficient avenue of approach to this problem. There 
would be great benefit if underdeveloped countries were 
to assign to international organizations the key role in 
planning and coordination, whatever the source of 
financial or other assistance involved. 


International Development Advisory Board Report 


A report to the President of the United States by the 
International Development Advisory Board states that 


the strengthening of the economies of the underdeveloped 
regions and an improvement of their living levels must 


be considered a vital part of the U.S. defense mobiliza- 
tion. The United States obtains from these regions 
73 per cent of the strategic and critical materials without 
which many vital industries could not operate. 
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The Report recommends the centralization of all U.S. 
major foreign economic operations under a unified 
Overseas Economic Administration headed by one ad- 
ministrator. The first major objective of the new admin- 
istration should be to sponsor an all-out food production 
drive. It should also develop a program for assuring to 
underdeveloped areas all truly essential imports, treating 
their needs on the same “first-things-first” basis as those 
of the United States. 

To make available additional U.S. public and private 
capital for development, the report makes specific pro- 
posals. It recommends the appropriation by the U.S. 
Government of $500 million for the next fiscal year for 
basic public works and health and training programs in 
underdeveloped areas, as proposed in the Gray Report 
(see this News Survey, Vol. II, pp. 157-58). For public 
works of a strategic or defense nature, there should be 
direct negotiation with the country involved. The 
financing of other public works should be made through 
a new International Development Authority to be admin- 
istered by the International Bank for Reconstruction and 
Development under a management contract, with a capital 
of $500 million to be subscribed by the United States 
and other countries in proportion to their present sub- 
scriptions to the IBRD. In every case there should be 


Europe 


U.K. Timber Imports 

The President of the Board of Trade has stated that 
U.K. imports of softwood timber from North America in 
1951 will probably be greater than in any prewar or post- 
war year. In 1949 some 292,000 standards were im- 
ported from North America, but in 1950, as the dollar 
position worsened, imports were reduced to 151,000. 
Contracts have now been placed for 657,000 standards 
and, if prices are reasonable, further purchases by 
private buyers and by the Timber Control will raise 
imports to a level which will permit the building up of 
sizable stocks. 


Source: The Times, London, England, March 8, 1951. 


Norway’s Exports to United States 

Norway’s exports to the United States in 1950 were 
273 million kroner (US$38 million), of which 154 mil- 
lion was exported in the third and fourth quarters. The 
total is considerably higher than the 1949 figure of 
150 million kroner (US$26 million). 

The value of exports of ferro-alloys and metals rose 
from 56 million kroner in 1949 to 134 million kroner 
in 1950. The volume of ferro-manganese exports in- 
creased from 27,000 tons to 62,000 tons. Aluminum 
exports, which were insignificant in 1949, rose to 3,900 
tons. Canned fish exports increased from 6,600 tons 
to 11,100 tons, making the United States the most im- 
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some degree of matching of the grant by the beneficiary 
country in terms of local materials, labor, or other 
resources. 

To stimulate the flow of U.S. private investments 
abroad from the present $1 billion a year to a minimum 
of $2 billion a year, the report recommends (1) exemp- 
tion of earnings abroad from U.S. taxation, (2) negotia- 
tions to ensure elimination of discriminatory taxes on 
U.S. corporations, (3) earmarking of $100 million of 
Export-Import Bank funds to underwrite the transfer 
risk on foreign debt obligations purchased by private 
U.S. investors. The United States should also take the 
initiative in creating an International Finance Corpora- 
tion as an affiliate of the IBRD with an authorized capital 
of $400 million, $150 million of which would be sub- 
scribed by the United States as its share in proportion 
to its holdings in the IBRD. This organization would 
make loans in local and foreign currencies to private 
enterprise, without the requirement of government guar- 
anties, and would also make non-voting equity invest- 
ments in local currencies in participation with private 
investors. 


Source: Partners in Progress, A Report to the President 


by the International Development Advisory 
Board, Washington, D. C., March 1951. 


portant single market for Norwegian canned fish. The 
1950 shipments to the United States equaled one third of 
Norway’s total canned fish exports. Considerable quan- 
tities of frozen fish were also shipped to the United 
States last year. Other commodity groups showing in- 
creases in volume were pelts, staple fiber, and chemicals. 
Wood pulp and newsprint dropped in volume—news- 
print from 20,000 tons in 1949 to 2,900 tons last year, 


and chemical wood pulp from 29,000 tons to 24,000 tons. 


Source: The Norwegian American Chamber of Com- 
merce, Bulletin, New York, N. Y., March 2, 1951. 


Portuguese Port Wine Exports 

Portuguese port wine exports in 1950 amounted to 
229,000 hectoliters, valued at 330 million escudos, com- 
pared with 249,000 hectoliters in 1949. While exports 
to France, Ireland, Norway, Sweden, Switzerland, and 
the United States were greater than in 1949, the increases 
were not sufficient to offset the declines in shipments 
to Great Britain, Belgium, Denmark, and the Nether- 
lands. Import restrictions on port wine imports were 
imposed by Great Britain—Portugal’s principal customer 
—in the form of high duties. 


Source: Jornal do Comercio, Lisbon, Portugal, Febru- 
ary 2, 1951. 


Italy’s 1951-52 Budget 
Italy’s Council of Ministers has approved the budget 
for the fiscal year July 1, 1951-June 30, 1952, which 
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estimates expenditures at 1,824 billion lire. This in- 
cludes 348 billion lire for public works and economic 
development, 542 billion lire for defense, 197 billion lire 
for social expenditure, and 186 billion lire for educa- 
tion. The estimate is 427 billion lire, or about 30 per 
cent, higher than the initial estimate for fiscal 1950-51. 
Defense expenditures planned for 1951-52 are about 
35 per cent above the initial estimate for the current 
year, but this 1950-51 estimate has already been revised 
upward by at least 50 billion lire. 

Revenue for fiscal 1951-52 is estimated at 1,455 bil- 
lion lire, an increase of 228 billion lire, or about 19 per 
cent, over the initial estimate for 1950-51. Revenue from 
taxes in 1951-52 is estimated at 1,252 billion lire; from 
the use of counterpart funds, 120 billion; and from other 
sources, 83 billion. 

Expenditures on capital account are estimated at 60 bil- 
lion lire, and revenue at 33 billion lire; the capital 
account deficit of 27 billion exceeds by 6 billion lire the 
original estimate for the current fiscal year. 

The over-all deficit of 396 billion lire for 1951-52 
compares with a deficit of 176 billion originally forecast 
for 1950-51; it is known, however, that the 1950-51 
deficit will actually be much higher because of new out- 
lays for defense. On the other hand, a medium-term 
loan now being floated is expected to yield more than 
300 billion lire, thus leaving a surplus on capital account 
probably greater than the actual deficit on current ac- 
count. No indication is given of how the 1951-52 budget 
deficit will be covered. 


Source: Il Commercio 24 Ore, Milan, Italy, February 28, 
1951. 


Allied Trade and Exchange Control in Germany 


The Occupation Statute, which governs the relations 
between the Government of Western Germany and the 
Western Powers (the United States, United Kingdom, 
and France), has been amended so that the control of 
the Allied High Commission over West German foreign 
trade and exchange will in future be exercised “to the 
extent necessary (1) to meet the needs of security; (2) to 
ensure the observance by the Federal Republic of the 
principles of the General Agreement on Tariffs and 
Trade, until the Federal Republic has become a party to 
the Agreement and assumed the obligations thereunder; 
(3) to ensure the observance by the Federal Republic 
of the principles and practices of the International 
Monetary Fund Agreement and to control its exchange 
rate, until the Federal Republic has become a member 
of the Fund and assumed satisfactory obligations there- 
under with respect to its exchange rate; (4) to provide 
for orderly settlement of claims against Germany.” 
Source: Department of State, Press Release, Washington, 

D. C., March 6, 1951. 
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West German Credit Restrictions 

The expansion, by about DM 500 million, of bank 
credit in Western Germany during February prompted 
the Bank Deutscher Lander (West German Central Bank) 
to introduce new credit restrictions. The commercial 
banks were ordered to reduce short-term credits by 
DM 1 billion, or about 7 per cent of the total. The 
Land Central Banks will be charged with the enforcement 
of the measure which is to be carried out within the next 
few months on a regional and individual basis. 
Source: The Financial Times, London, England, March 

6, 1951. ° 


British Credits to Yugoslavia 

Agreement has recently been reached on the utiliza- 
tion of the two three-year credits granted to Yugoslavia 
toward the end of last year by the British Government. 
The £3 million credit is to be used for the purchase of 
seeds (£1 million), 16,000 tons of sugar (£1 million), 
3,500 tons of edible fats (£550,000), cocoa beans 
(£200,000), and various other consumers’ goods 
(£250,000). The £2 million credit is to be utilized 
primarily for imports of raw wool, crude rubber, cotton 
yarn, combed wool, wool rags and waste, jute, and phar- 
maceutical raw materials. 

These two credits are in addition to the £13 million 
credit provided by the British-Yugoslav trade agreement 
of 1949. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


February 16, 1951. 


Middle East 


Exchange Control Regulations in Egypt 

The Egyptian exchange control authorities recently 
advised banks that they are prepared to consider applica- 
tions for crediting to “export accounts” funds standing 
in American and Swiss blocked accounts as well as those 
in American accounts blocked for a specified period. 
This decision will greatly enlarge the scope of the 
“export accounts” system. 

The decision made in 1949 to consider applications 
for remittances to the United Kingdom for the purchase 
of Egyptian securities in that country and their importa- 
tion to Egypt has also been reversed. It had been 
criticized on the ground that the importation of these 
securities, purchased at high discounts, had contributed 
to the depression in the local stock market (see this 
News Survey, Vol. Ill, p. 216). 

Source: Economic Bulletin of the National Bank of 
Egypt, Vol. III, No. 4, Cairo, Egypt, 1950. 


New Bank in Israel 

The Central Bank of Cooperative Institutions in Pales- 
tine, a majority-owned subsidiary of the American Pales- 
tine Economic Corporation, has doubled its capital of 
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$800,000 by selling additional common stock to the value 

of $800,000 to the Palestine Economic Corporation of 

Canada. Thus the Corporation will hold 50 per cent of 

the voting stock of the Bank. The Bank will be renamed 

the Canada-Israel Bank. 

Source: Israel Economic Horizons, New York, N. Y., 
February 1951. 


Palestine Refugee Aid 

It is announced in Cairo that the United Nations 
Relief and Works Agency for Palestine Refugees in the 
Near East (UNRWA) has at its disposal $5 million for 
the purchase of basic necessities for Palestine refugees 
until the end of June 1951. Many of the fourteen coun- 
tries which had promised to make contributions have not 
so far fulfilled their promises: UNRWA has another 
$20 million for the period from July 1, 1951 to the end 
of June 1952, to meet the urgent food requirements of 
nearly 850,000 refugees now in Egypt, Lebanon, Syria, 
and Jordan. Some 200,000 of these refugees live in the 
Gaza district occupied at present by Egyptian forces. 
It is also reported that Pakistan has contributed $8 million 
and Ethiopia 800 tons of cereals for this fund. 
Source: Egyptian Gazette (Weekly Air Mail Edition), 

Cairo, Egypt, February 19, 1951. 


U.K.-Jordan Financial Agreement 

The British and Jordan authorities have agreed to 
release in 1951 £2.5 million from Jordan’s sterling bal- 
ances. Arrangements have also been made to cover 
Jordan’s hard currency requirements during the year. 
Jordan will pay £1 million toward the liabilities of the 
former Palestine Government and an annual contribu- 
tion of £15,000 toward the payment of pensions of 
former officials of this Government. The £1 million pay- 
ment will be met by Jordan relinquishing £500,000 (or 
half of her provisionally estimated share) of the surplus 
of the Palestine Currency Board, and by funding 
£500,000, with interest, over 15 years. 
Source: The Financial Times, London, England, March 

3, 1951. 


Proposed Small Loans Bank for Iraq 

A bill for the establishment of a small loans bank, 
designed to make loans to lower income groups to meet 
emergency needs, has been presented to the Iraqi Parlia- 
ment. The bank will be attached to the Rafidain Bank 
and will have capital of ID 250,000 to be advanced as an 
interest-free loan by the Minister of Finance. The chief 
function of the bank is to advance loans up to ID 200 per 
person at reasonable rates of interest. Loans must be 
secured by the kind of movable property defined in the 
bill as “not easily perishable.” 
Source: The Iraq Times, Baghdad, Iraq, January 17, 

1951. 


Increased Note Issue in Iran 

The Government has prepared a bill which increases 
the statutory limit on the note issue of the Bank Melli 
Iran from Rls 7.8 billion to Rls 10 billion. The increase 
is declared to be justified because a scarcity of cur- 
rency has hampered trade and economic development. 
Source: Ettéla’at, Teheran, Iran, March 5, 1951. 


Iran’s Oil Concession 

Iran’s Parliamentary Oil Commission, which has been 
giving consideration to a settlement between Iran and 
the AIOC, has made the following proposal: All oil 
fields are to be nationalized and operated for the benefit 
of Iran. The fields are to be operated by the AIOC 
as an agent of the Iranian Government, under a board of 
control constituted of eight Majlis members and eight 
senators. The Board of Control will have to settle the 
accounts of the AIOC within eight months from the 
approval of the bill. 

If the AIOC refuses to act as agent, the Board of 
Control shall elect seven of its own members to act as a 
Board of Directors. This Board will, with Parliamentary 
approval, negotiate an arrangement for the operation 


of the oil fields. 
Source: Ettéla’at, Teheran, Iran, February 26, 1951. 


Far East 
Indo-Pakistan Trade Relations 

In announcing to the Indian Parliament the recently 
concluded trade agreement between India and Pakistan, 
Sir Chintaman Deshmukh, the Finance Minister, stated 
that, while no decision had yet been taken by the Inter- 
national Monetary Fund on the par value of the Pakistan 
rupee, the economic situation in the world had under- 
gone a radical change in favor of primary producing 
countries like Pakistan. “The demand for raw materials 
has been greatly stimulated by the hostilities in Korea, 
and this has pushed up the prices of all commodities to 
very high levels. The Government of India has therefore 
in the altered circumstances agreed that exchange trans- 
actions between India and Pakistan should be permitted 
on the basis of the par value of the Pakistan rupee 
as declared by the Pakistan Government.” 

The question of the rate at which governmental debts 
between the two countries shall be calculated is not 
covered by the agreement, and will presumably form 
the subject of later negotiations. 

The agreement includes a long list of commodities 
which are now placed on the open general license list 
for both imports and exports between the two countries. 
Included in this list are many commodities in which there 
has been a large trade and much smuggling across the 
frontiers. 

Source: The Times, London, England, February 27, 
1951. 
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India’s Jute Controls 

The Government of India has announced the removal 
of all the controls on raw jute and burlap which were 
instituted soon after the devaluation of the Indian rupee 
in September 1949. The Government has also requisi- 
tioned all 8.5 and 10 ounce burlap, in mills or afloat. 
Source: The Journal of Commerce, New York, N. Y., 

March 12, 1951. 


Thailand’s Rice Crop 

Since some paddy areas in Thailand have been dam- 
aged by floods, rice exports in 1951 are expected to be 
slightly less than the 1950 exports of more than 1.3 mil- 
lion tons. Importing countries have agreed to pay higher 
prices for Thailand’s next rice crop. 
Source: Department of Trade and Commerce, Foreign 


Trade, Ottawa, Canada, February 24, 1951. 


Japanese Trade in Coal, Iron and Steel 
Since the Japanese Government placed an embargo in 
December 1950 on exports to Communist China, reper- 
cussions have been felt by the Japanese iron and steel 
industry. New orders from Argentina and the United 
States for ferrous products compensated for the stop- 
page of shipments to China, but certain ferrous products 
formerly going to China could not be sold on any other 
market because their size or standard had been adapted 
to the Chinese demand. The cessation of trade with 
Communist China has also deprived Japan of its supply 
of Chinese coking coal and iron. On December 15, 
SCAP approved imports of iron ore and coal from the 
United States, and the January-March 1951 exchange 
budget provides for imports of 300,000 tons of coal from 
the United States. 
Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, January 13, 
1951. 


Indonesia-Norway Trade Agreement 

A trade agreement between Indonesia and Norway for 
1951 provides for Indonesian exports valued at about 
NKr 17 million; among the commodities to be exported 
are copra, rubber, tin, groundnuts, and tobacco. Norway 
will export paper and paper products and fishhooks, 
valued at NKr 5 million. The Norwegian Government 
hopes to narrow the gap in its trade with Indonesia by 
its export surplus with the Netherlands. The resultant 
payments balance will be cleared through EPU. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., March 12, 1951. 


United States 


Defense and Inflation in U.S. 
A study, Economic and Political Hazards of an In- 
flationary Defense Economy, by the Staff of the Joint 


Committee on the Economic Report, estimates inflation- 
ary pressures in the civilian sector of the U.S. economy 
at $11 billion in fiscal 1951; under the budget proposals 
of the President, they would rise to $16 billion. The 
report also contains a discussion of governmental policies 
needed to curb the inflation and a review of the historical 
relation of monetary instability to subversive activities. 

The report points out that the rapid price inflation in 
the United States from June 1950 to February 1951 was 
not due primarily to defense expenditures, which were 
relatively small, but to anticipatory buying by individuals 
and businesses, abundant bank credit extension, price 
markups to avoid the consequences of controls, accel- 
erated construction also to avoid consequences of con- 
trols, and investment shifts from fixed income securities 
to physical goods and common stocks. 

In order to remove the expected continuing inflationary 
pressure, the report recommends tax increases at least 
equal to increased government expenditures, and much 
more highly progressive taxes than at present. Estimates 
of the total tax burden (including social security “taxes” 
and the assumed incidence of shifted business taxes) 
supported by individuals at various income levels sug- 
gest that those with cash incomes under $1,000 and over 
$7,500 pay the highest proportionate taxes (24 per cent 
and 32 per cent of income, respectively). In order to 
cut consumption, those with incomes over $3,000 should 
be taxed more heavily. This group accounts for 69 per 
cent of total consumer expenditures, and 74 per cent of 
durable goods sales; in addition, those with incomes 
over $4,000 obtain most of the windfall benefits from 
higher prices and speculative activity. 

The report concludes that direct controls of wages, 
prices, and production alone cannot halt inflation, and 
that the budget must show a surplus in order to make 
controls effective. But even with a budget surplus, there 
is reason to fear serious inflation: if holders of govern- 
ment securities should sell them on an unlimited scale, 
bank reserves could be increased enough to permit an 
expansion of the money supply to three or four times 
its present volume; if the velocity of circulation of bank 
deposits should rise to 1929 levels, a price level five times 
higher than at present could be supported. 

Source: Committee Staff of the Joint Committee on the 
Economic Report, The Economic and Political 
Hazards of an Inflationary Defense Economy, 


Washington, D.C., February 23, 1951. 


Centralization of U.S. Tin Imports 

The U.S. National Production Authority has ar 
nounced that the Reconstruction Finance Corporation 
will be the sole importer of tin and that, effective May 1, 
the NPA will allocate pig tin to domestic users. Tin 
markets came to a standstill with the announcement, the 
price for tin having been weak since March 5 when the 
U.S. Government announced the cessation of stockpiling 
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purchases. On that day, the price was $1.80 a pound, 
but on March 9 spot tin in New York closed at $1.34 a 
pound, compared with the government ceiling of $1.80. 
Source: The Wall Street Journal, New York, N. Y., 
March 13, 1951. 

















































































































































































































































































‘ical 
ties. F  Y,S. Control of Grain Exports 
pe General Order 2 of the Defense Transport Adminis- 
“on tration, issued on March 4, establishes procedures to 
eal make effective the preferential use of port facilities for 
price the storage and handling of bulk grain for export to 
all selected countries. No person operating a port terminal 
ee warehouse shall store or handle grain in bulk unless a 
stan permit has been issued by the DTA authorizing such 
storage or handling. The permits will be issued on the 
nary recommendation of the Department of Agriculture based 
Reaat upon the relative needs of the countries of destination, 
onal the availability of grain for the proposed movement, and 
— the availability of shipping space, transportation facilities, 
— and port terminal warehouse space. 
axes) Source: Defense Transport Administration, General 
s sug: Order 2, Washington, D.C., March 1, 1951. 
1 over 
T cent Latin America 
der to 
should | Annual Report of Bank of Mexico 
69 per The Bank of Mexico, in its annual report, states that 
ent of the country’s national income continued to increase in 
1comes 1950, and at the end of the year it was estimated to be 
s from § 29.8 billion pesos (US$3.5 billion). The per capita 
income increased by 12 per cent, from 1,041 pesos in 
wages, § 1949 to 1,166 pesos in 1950; after adjustment for price 
mn, and changes, the rise was 2.5 per cent. 

o make A rise in agricultural production was made possible 

s, there — by an increase of 13 per cent in the total irrigated agri- 

govern § cultural area, and of 15 per cent in agricultural credits 

d scale, § issued by official banks; the use of selected seeds and 

rmit an § agricultural machinery also contributed to the increase. 

ir times § The cattle and poultry industry did not show any marked 
of bank § expansion of output. As a result of increased prices 
ve times § and foreign demand, all branches of the mining industry 

expanded production and many foreign companies ex- 

» on the ® Ploiting Mexico’s mineral resources re-invested their 

Political earnings in the country. 

‘conomy, For the second time in two consecutive years, govern- 
ment accounts showed a surplus. Expenditures, however, 
were 10 per cent greater than in 1949. Government 
debts were reduced by 246.1 million pesos, and the gov- 

has an ¢rnment’s cash balances rose to 10.6 million pesos. 

rporation Total credits and loans by the banking system were 

e May 1, about 8.6 billion pesos, 10.2 per cent greater than in 

ers. Tin 1949. The credit policy of the Bank of Mexico has em- 

ment, the phasized the use of legal bank reserves as a means of 
when the § quantitative and qualitative credit control. 

tockpiling The money supply increased 38.8 per cent over 1949; 
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at the end of the year it was 6.1 billion pesos. The in- 
crease resulted partially from a balance of payments 
surplus of $171.5 million. The trade balance, however, 
showed an average monthly deficit of $10 million. Ex- 
ports averaged $40 million monthly in comparison with 
$32.8 million in 1949. Net exchange receipts from 
services increased from $132.3 million in 1949 to $155.9 
million in 1950, mainly as a result of greater foreign 
tourist expenditures in Mexico. Foreign investments 
during the year were $6 million for new industries and 
$9 million for established enterprises. Exchange ex- 
penditures on account of the floating and consolidated 
debts amounted to $14.4 million. Amortization of foreign 
credits to Mexico totaled $18.1 million, and $4.1 million 
was paid as interest. The U.S. Treasury stabilization 
credit to Mexico was totally repaid. 

Sources: El Nacional, March 1, 1951, and Hispano 

Americano, March 9, 1951, Mexico, D.F. 


Bolivian Budget 


Bolivia’s budget for 1951 estimates receipts at 3.1 bil- 
lion bolivianos (62 per cent above 1950 estimates) and 
expenditures at 4.7 billion (70 per cent over 1950). Thus 
the deficit is estimated at about 1.6 billion bolivianos. 
The deficit expected for 1950 is about 1.5 billion. Direct 
and indirect taxes, primarily on tin exports, account 
for 89 per cent of the estimated 1951 receipts. The 
estimates have been based on tin production of 35,000 
tons and a tin price of $1.20 per ton. Both of these are 
subject to change, particularly the price, depending on 
the international situation. 

The principal expenditure items are for national de- 
fense (19.6 per cent of total expenditures), education 
(16 per cent), and government and immigration (9.5 
per cent). 

Sources: La Razon, La Paz, Bolivia, December 30, 1950 
and January 14, 1951. 


Foreign Investments in Paraguay 


Foreign investments in Paraguay in 1950 are estimated 
at 181.8 million guaranies, approximately the same as in 
1947, the only other recent year for which a similar 
estimate has been made. Argentina accounted for 42.7 
per cent of the total, the United Kingdom for 28.2 per 
cent, and the United States for 25.3 per cent. 

Source: The South American Journal, London, England, 
February 10, 1951. 


Uruguay’s Foreign Exchange Situation 


Official data on Uruguay’s foreign exchange earnings 
and expenditures on account of trade transactions indicate 
a substantial export surplus for 1950. As shown in the 
table below, there was a net accumulation of dollars 
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amounting to US$117.31 million. Since the soft currency 
deficit was equivalent to US$13.63 million, net foreign 
exchange earnings equaled US$103.68 million. 


Payments Net 
Receipts 
(million U.S. dollars) 
219.52 102.21 117.31 
41.55 72.32 —30.77 
16.06 8.83 7.23 
13.58 15.10 —1.52 


Receipts 


Dollars 

Sterling 

Belgian francs 

French francs 

Restricted dollars 
(from trade 
with Germany) 14.08 3.18 10.90 

Guilders 4.58 4.31 27 

Swedish kronor 6.30 6.04 26 


Total 315.67 211.99 103.68 


Wool exports, valued at US$207.1 million, accounted 
for 65.6 per cent of total foreign exchange proceeds from 
exports in 1950, while about 29 per cent was due to sales 
of meat products, textiles and yarn, cattle hides, sheep- 
skins, linseed oil, tanned leather, and rice. 


Sources: El Pais, Montevideo, Uruguay, January 22 and 
February 26, 1951. 


Argentina-Chile Financial and Trade Agreement 


A financial and trade agreement, signed by Chile and 
Argentina on January 26, deals primarily with the re- 
payment of Chilean debts to Argentina, arising from the 
purchase of wheat and vegetable oils under the agreement 
of 1946 which was not ratified. Under an agreement of 
February 1949, Chile was committed to complete the 
repayment of her debt by July 31, 1950. As of that date, 
however, there was an outstanding balance equivalent to 
US$17.5 million. Under the new agreement, Chile will 
pay, in Argentine pesos, the equivalent of US$10 million, 
payment to be made in five equal semi-annual install- 
ments; the balance of the debt will be settled by shipping 
iron and steel to Argentina. 


Source: La Prensa, Buenos Aires, Argentina, January 


26, 1951. 


Other Countries 


Southern Rhodesian Gold 


At the instance of the Chamber of Mines of Rhodesia, 
the Southern Rhodesian Government is making investi- 
gations to determine whether part of Southern Rhodesia’s 
gold production could be sold on the open market. The 
whole of Southern Rhodesia’s gold is sold under contract 
to the Bank of England, subject to six months’ notice. 
The investigation entails an approach through the British 
Government to the International Monetary Fund. 
Source: Cape Times, Cape Town, Union of South Africa, 

February 8, 1951. 


INTERNATIONAL MONETARY FUND 


Tanganyika’s Development Plan 


Tanganyika’s Ten-year Development Plan (1947 to 
1956), originally estimated to cost £17.8 million, has 
been revised to allow for expenditure of £36.5 million. 
For the period 1950 to 1956, expenditure is now estimated 
at £24.5 million, of which £8.7 million is for communica- 
tions, £4.3 million for the development of natural re- 
sources, about £3.5 million each for township develop- 
ment and public works, and nearly £3 million for social 
services. Between 1947 and 1950, production of sisal, 
the leading industry of Tanganyika, expanded and was 
responsible for 55 per cent of the 1949 exports of £20 
million. The development of other agricultural products, 
such as cotton, coffee, tea, tobacco, and pyrethrum, has 
also been satisfactory; mining exports in 1949 amounted 
to £2.5 million. 


Source: New Commonwealth, London, England, January 
1951. 


Mr. Gutt’s Resignation 


In view of the approaching expiration of the term of 
service of Mr. Camille Gutt, the Managing Director and 
Chairman of the Executive Board of the Fund, the Ex- 
ecutive Board by unanimous vote offered him an extension 
of his contract for a period of three years. Mr. Gutt, 
however, for personal reasons has felt obliged to decline 
this offer and plans to return to Belgium at the expiration 
of his contract. 


Fund Alternate Directors 


The Hon. Arthur Maxwell Stamp has been appointed 
Alternate Executive Director of the Fund for the United 
Kingdom, to succeed Mr. Leslie Frederick Crick. Mr. 
Stamp has been Acting Advisor to the Bank of England. 

Mr. L. H. E. Bury, of the Australian Commonwealth 
Treasury, has been appointed Alternate Executive Di- 
rector of the Fund for Australia and the Union of South 
Africa, to succeed Mr. J. M. Garland. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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